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PANAMA KEY ECONOMIC INDICATORS 


(All values in million US$ except as noted) Exchange Rate: US $1.00= 
1 Balboa 


INCOME, PRODUCTION, EMPLOYMENT 1974 
GDP at Current Prices 1,834. 
GDP at Constant (1960) Prices tae. 
Per Capita GDP, Current Prices 1,324. 
Industrial Production 797. 
Bananas (million boxes exported) 23% 
Crude Oil (miilion barrels 25. 
processed) 
Construction (value of Panama 58. 
City permits issued) 
Avg. Unemployment Rate (3%) is 


BANKING, PRICES* 

Volume of Loans Granted 
Domestic 
Foreign 

Total Bank Deposits** 
Demand, Domestic 
Demand, Foreign 
Time/Savings, Domestic 
Time/Savings, Foreign 

Wholesale Price Index 
(1961 = 100) 

Retail Price Index 
(1962 = 100) 


PAIDOWDR UO 


nN 


FUNDED PUBLIC DEBT* (CEN GOVT)* 
—————— LdhUhmCOCtCSStCStsti‘™S™S 


Ota 
Internal 
External 

Annual Debt Service 

External Debt Svc. as % of 
Current Revenues 


BALANCE OF PAYMENTS AND TRADE 

Balance of Payments -226. -130. 

Balance of Trade -509. -473. 

Exports, FOB Za0. 328. 
U.S. Share (%)*** 68. Tas 

Imports, FOB 760. 801. 
U.S. Share (%)*** 26. Z5. 

Gross Flows to Panama 2350. ZSs< 
from Canal Zone**** 


cor OLOorw 


oO 


NOTES: E-Estimate; P-Preliminary; R-Revised; (I) (II) (III) Quarters (CUM) 
*Year end balances except as noted; **Excludes domestic and foreign 
inter-bank deposits; ***Includes Puerto Rico and Canal Zone; ****Wages 
paid Panamanians, other services and goods purchased, transfers. 
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SUMMARY 


The anticipated upturn in the Panamanian economy has not developed-- 
the rate of economic growth for 1976 is likely to be even lower 

than the disappointing 1.7% figure for 1975. The government was not 
able to reactivate the economy through public expenditures, which 
have now become more limited by a deteriorating financial position™ 
Reduced public revenues have led to increased borrowing to finance 
budgetary deficits. The private sector, under severe pressure from 
the slump in manufacturing and commerce, has not responded with the 
investment spending required for the success of the government's 
longer range development policies. The construction industry con- 
tinues in its depression pending an injection of public and private 
investment in housing and other commercial real estate. The agri- 
cultural outlook is clouded by the continuing threat of drought--an 
extended dry season was followed by a curtailed rainy season with 
below average rainfall. Also, the depressed world sugar price clouds 
the outlook for Panama's expanding sugar industry. Prospects, there- 
fore, are not bright for achieving significant overall growth during 
1977--it will clearly be well below the Five-Year Plan's economic 
growth rate target of 6.7% for 1977. An increasing debt service 
burden may dictate a curtailment of the ambitious capital spending 
program included in the plan. 


However, prospects for U.S. exporters continue to be encouraging-- 

a traditional preference for U.S. products coupled with an ambitious 
development program based on a number of projects requiring capital 
equipment acquired abroad should make Panama a priority target for 
companies' marketing efforts. 


The Colon Free Zone, an important adjunct to the Panamanian market, 
handled $778 million of goods during the first nine months of 1976, 
up 13.6% from a year ago. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


The hoped for upturn in the Panamanian economy during the second half 
of 1976 has not developed. Current indications are that the economy 
will be hard pressed to repeat the 1.7% real growth rate in GDP for 
1975. The private sector continues to stagnate, with investors wait- 
ing to see whether the government is willing to take the politically 
difficult actions needed along with a Canal settlement, to set the 
stage for renewed economic growth. 


Official figures indicate a continuing deceleration in the inflation 
rate, as wholesale prices increased 6.5% and retail prices 3% over the 
12-month period ending September 30. The consumer price index (calcu- 
lated for low and medium income groups) was up 3.5% during this period. 
It is generally conceded that inflation is understated in these indexes. 
Unemployment, officially pegged at 6.5% in the latest survey, is esti- 
mated to be considerably higher. 
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Panama's traditional balance of trade deficit during the first three 
quarters was virtually unchanged from a year ago. Imports declined 
9% and exports dropped 25% during the same period, but the balance 
remained virtually unchanged. Lower sugar prices and an extended 
refinery shutdown--reflected in lower imports of crude oil and ex- 
ports of refined products--were major factors in the reduced volume 
of trade. 


The Canal Zone continued as a declining contributor to the Panamanian 
economy: Canal Zone transactions with Panama were down 9% for the 

first three quarters of 1976 from the corresponding 1975 period. The 
number of ships transitting the Panama Canal during the third quarter 
was 3313, down 1% from a year ago. Toll revenues were up 4.5%, however, 
as the amount of cargo increased. 


Employment in the Canal Zone continued its steady decline as the 
Panama Canal Company proceeded with its austerity program, and the 
military consolidated and streamlined its operations. 


Government Activities - Economic policymaking has been a major con- 
cern during 1976. The National Development Plan for 1976-1980 was 

made public recently--its objectives are: (a) diversified and sustained 
economic growth; (b) a more equitable distribution of economic bene- 
fits; and (c) increased regional integration. An ambitious public 
sector investment program for both specific projects (sugar, copper, 
cement, hydroelectric power) and general infrastructure development wil] 
require $1.8 billion of public funds over the period and also assumes 

a sharp increase in private sector investments. Targeted annual rate 

of growth in gross domestic product during the period is 6.7%. 


More immediate policy initiatives for dealing with the current économic 
malaise have not been forthcoming since the government's decision to 
raise retail prices of rice and milk in September to compensate farmers 
for drought losses provoked student demonstrations protesting the rising 
cost of living. Other actions called for by the private sector, such 
as changes in the Labor Code, might prove equally unpalatable. Mean- 
while, efforts to re-establish dialogue and to gain support from the 
private sector for the GOP's development program have produced few 
visible results. The ministerial advisory commissions with private 
sector representation--established last spring--have been ineffective, 
and the Emergency Industrial Plan to assist private firms in financial 
difficulty has done little beyond diagnosis. 


The government's financial position has worsened as the dormant economy 
fails to generate budgeted levels of Government income; revenues for 

the first three quarters totalled $210 million, up 2.4% from 1975 but 

$20 million below budget. Current expenditures are also down as the 
Government takes austerity measures in an attempt to narrow the deficit. 
Unless the Government's financial position can be significantly improved, 
its ability to fund the capital spending for development outlined above 
will be seriously impaired. In this connection, the Government is ex- 
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pected to release around year-end the details of a recently-announced 
new tax package. Its central feature is a 5% general transfer tax 
which has been portrayed as a value-added tax exempts food, medicine 
and services, and will take effect March 1, 1977. 


Agricultural Sector 


Early indications that the Agricultural Sector would post another 
strong performance during 1976 were shattered by a drought that 
gripped the major agricultural production areas of the country during 
the critical May-September growing period. As a result, losses of 
up to 40% in some areas were experienced in the critical feed grain 
crops (rice, corn and sorghum), and the milling yield of the sugar- 
cane crop is expected to be down by perhaps 10%. 


Agricultural exports declined from last year's record levels. 
Depressed prices in the international sugar market were the major 
factor in both a precipitous drop in export earnings from sugar and 
a 13% decline in the volume of sugar exported when compared with the 
1975 crop. 


Banana exports totalled almost 20 million boxes for the first three 
quarters, up 10.9%. Coffee export earnings were double the 1975 
level, primarily from higher prices as the world supply situation 
remained unsettled. Panama shipped its meat export allocation of 
2.6 million pounds to the U.S. by October 1. The allocation was 
recently renegotiated to a level of 5 million pounds for 1977, pro- 
viding a needed export outlet for Panamanian beef. 


The Panamanian fishing industry has enjoyed a good year so far in 1976. 
Landings of shrimp, Panama's most important fisheries export, increased 
15% during January-August compared with year-ago figures. First half 
shrimp exports are up 33%; shrimp export earnings increased 113% to 
$16.4 million. The continuing modernization of the international 
fishing fleet has contributed to increased exports of fish oil and 

fish meal. 


Considerable attention is being focused on Panamanian lobster fishing 
and a number of new exporters have initiated shipments of lobster tails 
to the U.S. 


Construction 


After playing the starring role in Panama's economic boom of the early 
70's, the construction industry now finds itself operating at a slower 
pace than at any time since 1968. Value of building permits issued in 
Panama City during the first nine months of 1976 was $27.6 million, 
down 38% from a year ago (down 60% from 1973). A slight increase in 
private sector construction activity contrasts with the virtual absence 
of new public sector construction projects this year. Industry spokes- 
men report that the backlog of incomplete and unoccupied commercial 
real estate has diminished during 1976--however, empty apartments and 
offices are quite visible throughout Panama City. There are some 
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glimmers of hope--the government recently signed a $35 million low- 

cost housing loan a consortium of private banks. Planning has been 
initiated for an urban renewal project to rebuild deteriorated housing 
projects (the Maranon) in the central city area, many of which have been 
torn down in the past six months. 


Banking and Finance 


Panama continues to be a regional banking center of considerable 
importance to Latin America. Seventy-one banks are currently licensed 
for operations in Panama, including thirteen from the U.S. Assets of 
the banking system increased by 2% during the first nine months of 
1976, to $8.6 billion. Local bank deposits increased 6% during this 
period. Some easing in the local credit situation has been apparent 
in 1976: the volume of domestic loans granted is up 7% through 
September. 


The Inter-American Development Bank has approved in principle the 
Panamanian proposal for the formation of a market in bankers' accept- 
ances to finance Latin American exports, and has undertaken a detailed 
feasibility study. The Banking Commission is preparing to implement 
this added dimension to Panama's regional financial activities. The 
long-proposed reinsurance law, designed to permit the development of 

a regional insurance center in Panama remains under review. 


In addition to the housing loans mentioned above, the government has 
signed a $22 million loan for construction of the Chorrera-Arraijan 
section of the Chorrera-Tocumen Expressway, and a $9.5 million loan 
with AID for rural health improvements. Negotiations are proceeding 
on financing for a $45-50 million tourism development project from 
the Inter-American Development Bank (IDB). In October, the Agricul- 
tural Marketing Institute received an $8 million credit from the 
Commodity Credit Corporation (CCC) of the USDA for the purchase of 
grains and edible oils. 


The IDB is still evaluating the $98 million loan request for the La 
Fortuna hydroelectric comp.ex; the government has also requested $40 
million from the World Bank for this project. 


Tourism 


A priority target of the government's capital spending program, 
tourism experienced a disappointing year in 1976. Tourism receipts 
continued to decline through the third quarter, with most first-class 
hotels and tourist agencies reporting a reduced flow of visitors. 
The current hotel occupancy rate is 67%, a decline of 9% from a year 
ago. Major projects planned for the tourism sector include a new con- 
vention center/hotel complex and a renovation of historical sites in 
the Panama City-Colon area. Several hotel chains are studying major 
hotel projects for Panama City, and Holiday Inn is considering 
construction at Tocumen Airport (where the new terminal 
building is scheduled to open in the fall of 1977). 





PART B - IMPLICATIONS FOR THE UNITED STATES 


Billion Dollar Market 


Panama has become an important regional center for foreign trade, 
international banking and transport due to its a) dollar-based and 
service-oriented economy, and b) liberal trade and monetary policies. 
Panama's import market, including that of the Free Trade Zone in 
Colon, has exceeded the billion-dollar mark since 1974 and is ex- 
pected to do likewise in 1976. The United States is Panama's tra- 
ditional major supplier accounting for more than a 40 percent-share 
of the market for non-petroleum products. About 40% of Panama's 
foreign exchange earnings and about 15% of Panama's GNP are directly 
or indirectly attributable to the presence of the Canal. 


Prospects Goods for U.S. Products and Services 


Despite the present slowdown in business, continued sales 


cccw3rrece <r 


prospects are good in such principal categories as industrial machinery 
and equipment; processed food and food grains, iron and steel products, 
motor vehicles, electrical machinery including apparatus and appli- 
ances, chemicals and fertilizers, vegetable oils, textiles, paper 
products, medical and surgical equipments, and advanced business 
machines. 


Possibilities for new opportunities for a wider range of U.S. products 
and services exist following the government's (a) Five-Year National 
Development Plan (1976-1980), and (b) elimination in December 1975 

of both import duties and surcharge fees on a large number of consumer 
items aimed at the tourist trade. (Publication 76-010 Sept. 1976 has 
details). A recent Embassy study also revealed a promising market 
during the next two years for equipment related to construction, min- 
ing and materials handling (Cerro Colorado copper project, rural need 
and low-cost housing development), food processing and packaging, 
public health, and advanced business machines and system (primarily 
for Panama's sophisticated banking system). 


Another promising outlet for U.S. goods is the Free Trade Zone in 
Colon which was expected to sell goods worth almost $500 million to 
Latin America and Caribbean countries in 1976. 


Services Offered by U.S. Department of Commerce 


Because of the complexity of Panamanian business practices new-to- 
market companies are advised to seek qualified local agents well 

versed in both the domestic market and Colon Free Trade Zone. Companies 
desiring to participate in public bidding are required by Panamanian 

law to have a permanent agent. The U.S. Department of Commerce and 

its district offices located in major cities will be pleased to assist 
businessmen by providing pertinent data on their varied trade promo- 
tion services. The Department's Overseas Business Report "Marketing 

in Panama" (OBR 76-29), July 1976 should be of particular interest. 

The fee for such publication is 50 cents a copy. 
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Described below are various government agency projects, eithér in 
progress or contemplated, offering potential business to U.S. export- 
ing, engineering and sub-contracting enterprises: 


Projects Under Way 


Sugar Mills (expansion at Santiago and new mills at Pacora, 

Alanje and Las Cabras); Tocumen International Airport; Tourisa 
and Convention Center; Resort Developments at Contadora Island; 

La Estrella-Los Valles Dam and Hydroelectric Generating Plant 

(80 MW) (Swedish venture); Colon Free Zone Expansion; Low-Cost 
Housing; Agriculture and Livestock Improvement; Telecommunications 
Improvement and Extension; Inter-American Highway; Grain Storage 
Facilities; Calzada Larga Cement Plant (Danish venture); Chorrera- 
Tocumen Highway; Rural Health. 


b. Projects Under Study or Near Initiation 


La Fortuna Dam and Hydroelectric Generating Plant (300 MW); 

Copper Deposits: Cerro Colorado (U.S. venture) - Cerro Petaquilla 
(Japanese venture) - Cerro Cherche - Rio Pito; Coal Deposits - 
Tonosi; Oil Exploration - Atlantic Coast; Gold Deposits - Darien; 
Container Port (Canadian venture); Vacamonte Fishing Port; Pulp 
and Paper Plant; Development Plywood and other wood products; 
Inter-American Highway (100 miles to be contracted); New Trans- 
isthmian Highway; Land Reclamation - Industrial Park Development 
at Bayano; Colon Water Supply and Purification System; Transisthmian 
Oil Pipeline; Tourism - Hotel Expansion (1200 rooms) including 
Holiday Inn at International Airport; Tourism - World Center; 
Garbage Conversion into Fertilizer (Japanese venture); Geo-Thermal 
Energy. 


The following specific projects have been publicized by the National 
Finance Corporation (COFINA), a Government agency. 


a. Projects Under Preliminary Consideration 


, (banana flour) 
Crude Oil and Soy Bean Food; Banaharind; Cultivation and Industri- 
alization of the Cashew Fruit; Salt Industry; Pencil Factory; 
Factory for making Batteries; Sulphuric Acid; Processing of Fruit 
& Vegetables; Vegetable Dehydrating Plant; Industrialization of 
Mangrove Trees; Industrialization of Pineapples; Shrimp Remnants 
for Nutrition; Plant for Adhesives; Production of Ethylene; Mixer 
for Fertilizer; Assembly of Air Conditioning Parts; Processing of 
Garbage Material; Caustic Soda, Clorox and Hydrogen; Material for 
Industrial Pasting; Assembly of Bicycles and Shock Absorbers; 
Processing of Tuna; Xanthine; Expansible Polyethylene; Forage; 
Ammonia. 





Projects Under Feasibility Study 


Transportation Terminal; Milk Industry; Artificial Breeding of 
Shrimp (Ralston Purina); Project for Making Pulp for Paper Oil 
Produced from Rice Bran; Sausage and Processed Meat Factory; 
Factory for Making Nets; Refinement of Used Oil; Factory for 
Making Furfuraceous Material; Melting of Steel; A Study of 
Aerial and International Passenger Transportation. 


Projects Under Evaluation 


Liquid Sugar; Factory for Hydrated Lime; Rum Factory; Tourist 
Projects - Club de Montana, Altos del Lago and Circle Club; 
Oil Palm Tree. 


Evaluated Projects Pending Decision or Negotiations for Financing 


Holiday Inn Hotel at the Airport Area; Hotel to be used in con- 
nection with Convention Center; Hotel Hyatt; Factory for Making 
Glass Containers; Sheraton Hotel. 


For further information, please communicate directly with Dr. Eduardo 
Tejeiras, General Manager, COFINA, Address: Box 6-2191 - El Dorado, 
Panama, R.P.; Tel. 64-6573. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








LOOKING FOR A GOOD 


Q 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





NEW 
Fresher - Bigger 


U.S. INDUSTRIAL OUTLOOK 


Fundamental facts about business distilled 
from the research and analyses of more 
than 100 business conditions experts. 


For those who need a feel for what is 
happening in the industries their busi- 
ness depends upon. 


An overview of U.S. business that 
shows where the action is expected 
and where the opportunities lie. 


Latest data on product and industry 
shipments, exports, imports, em- 
ployment, with historical data for 

perspective and projections to 

1985. 
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